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Disclosures
Options involve risk and are not suitable for all investors. For information on the uses and risks of options, you can obtain a copy 
of the Options Clearing Corporation risk disclosure document titled Characteristics and Risks of Standardized Options by calling 
(312) 542-6901.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial investment. Before trading 
futures, please read the CFTC Risk Disclosure. For a copy visit interactivebrokers.com. 

Security futures involve a high degree of risk and are not suitable for all investors. The amount you may lose may be greater than 
your initial investment. Before trading security futures, please read the Security Futures Risk Disclosure Statement. For a copy visit 
Interactivebrokers.com. 

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange trades can vary due to time 
zone differences and bank holidays. When trading across foreign exchange markets, this may necessitate borrowing funds to 
settle foreign exchange trades. The interest rate on borrowed funds must be considered when computing the cost of trades across 
multiple markets.

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you limit your loss and/or 
lock in a profit. Market conditions and other factors may affect execution.  In general, orders guarantee a fill or guarantee a price, 
but not both. In extreme market conditions, an order may either be executed at a different price than anticipated or may not be
filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results. 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray 
recommendations.

Interactive Brokers LLC is a member of NYSE FINRA SIPC
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Disclaimer
Any content in this presentation should not be relied upon as advice or construed as 
recommendations of any kind. This presentation is not meant to be a recommendation or an 
offer to buy or sell securities.

The speaker does not attempt or intend to influence the purchase or sale of any security. The 
speaker does not guarantee the accuracy and completeness of the information displayed. This 
presentation is purely for education and discussion purposes only.

The speaker is not responsible for profit or losses for any buy or sell action taken by the 
readers and audience. Investors are advised to make their own independent evaluation of the 
speaker’s views and analysis, taking into account their individual investment objectives and 
financial situation. Investors should consult their professional financial advisers with respect to 
any buy or sell decisions.
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Information sharing and education purposes only - not a recommendation to buy

Sean Wan - SGX Academy
Sean graduated from NUS and Warwick University in 
Accountancy and Business Administration. He is also a 
Fellow Chartered Accountant of Singapore. 

His experience includes working in the Private Equity 
portfolio companies and managed Investors Relations 
for a listed bond offering. 

Join my Telegram channel for regular updates: 
t.me/WeInvest21
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Panelists
Q&A end 

of session
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Learning objectives

1. What  are the roles bond perform in 
portfolio assets allocation decision?

2. What are the concerns investing in 
bond in the current environment? If 
yes, how do we mitigate these 
concerns?



Topics to be covered 

1. Bonds market overview
2. What is a Bond?
3. Why invest in Bond?
4. How is bond valued?
5. What are some of the risks when 

investing in Bond?

6. Is Bond ETF/Unit Trusts preferred?
7. How to evaluate Bond ETF/Unit Trusts?
8. What are the top 3 Bond ETFs +1 newly 

listed on SGX?
9. How did Bond perform during 2020 

crisis?
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1. Bonds market overview
Size + concerns + mitigations
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Global bond market 
> 60T USD  is larger 

the equity market
Not to be ignored

#
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Fed rate expected to 
remain low till 2022

Assets repricing should 
interest rate increase 

#
#
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High yield typically 
outperform 

investment grade 
bonds during early - 

mid phase of 
economic recovery 
may help cushion 
interest rate risk 

Not all bonds are the 
same….
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Not all bonds are the same….
US vs China Govt Bonds

Higher yield and strength of RMB 
increase attractiveness for China RMB 
Bond to cushion against interest rate 
risk and bearish USD

#
#
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Varieties of bond offerings cater to diverse needs

Short 
Duration

Investment 
Grade

High Yield

Inflation 
Indexed

Floating 
Rate Convertible

#
#
#
#


2.  What is a bond?

3 major differences compared to equity

#
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1. Bondholder is a creditor not a shareholder/business owner. Upon maturity the par value or the 
principle sum invested is returned.

2. Bond is issued with par value, coupon rate and maturity date. Regular bond interest is paid providing 
stable source of income especially for retirees and insurance industry.

3. In the event of liquidation bondholders get paid before shareholders. REITS, on the other hand is 
equity and highly leveraged. It is also obligated to dividend at least  90% of income resulting in 
regular rights issue/placement to refinance for expansion.

Fixed 
Income

Lower 
Risk

IOU
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3.  Why invest in bond?

Portfolio stability + diversification + income
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Portfolio stability + diversification

Bond allocation provides the needed diversification and 
stability . 60/40 portfolio on the efficient frontier provides 
stability with minimal impact on portfolio returns  based on 
last 20 years data. Current low interest environment ower 
bond  weightage.
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Barbell Portfolio Strategy
To achieve the twin objectives of capital appreciation and 
income. Capital preservation, specific cash flow requirement 
and investment horizon drive the need for bond allocation 
but may underweight in current context.

Equity for 
Growth

Bond for 
Income
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4.  How it bond valued?

Bond valuation is impacted by 3 key factors

ç

#
#
#
#


Information sharing and education purposes only - not a recommendation to buy

Bond pricing 
formula 

Interest Rate

I
 Lower the interest rate higher 

the bond price as they are 
inversely related

Coupon Rate

C
Larger coupon payment higher 

the bond price. Rating 
determines coupon rate

Number of payment

N
Larger the N lower the bond 

price due to PV discounting  or 
“duration” effect

Par value @ maturity

#
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5.  What are some of risks?

1. Default risk
2. Credit risk
3. Turnover risk
4. Interest rate risk
5. Foreign exchange risk
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6.  Bond ETF/UT preferred

1. Investing in individual bond carry 
higher concentration risk

2. Bond ETF/Unit trusts provides 
diversification from unsystematic 
risks and bond ladder may also 
mitigate partial inflation risk
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7. How to evaluate bond ETF/UT?

Investment 
objective

Effective 
Duration

Yield to 
Maturity

Credit Rating

Current Yield

Historical 
Performance

Current Yield=Annual Interest/Current Bond 
Price

YTM = compounded ROI holding the bond till 
maturity. “I” in the valuation formula

Effective duration - sensitivity of bond price 
to change in interest rate

#
#
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Credit rating 
determines the 
coupon rate

Lower credit rating higher coupon 
rate



8.  What are the top 3 bond ETFs by trading   
volume and a newly launched bond ETF on SGX?
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ABF SG Bond Index 
ETF

The ETF tracks the iBoxx ABF 
Singapore Bond Index, which 

contains high-quality bonds issued 
by the Singapore government and 
government-linked bodies such as 
the Housing & Development Board 

(HDB) and the Land Transport 
Authority (LTA).

#
#
#
#
https://blog.seedly.sg/category/bto-housing
https://blog.seedly.sg/category/bto-housing
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Nikko AM 
Investment Grade 
Corporate Bond 

Index ETF 
It gives investors exposure to a 

diversified portfolio of quasi-sovereign, 
Singapore and foreign corporate 

bonds. 

The ETF aims to replicate the 
performance of the iBoxx SGD 

Non-Sovereigns Large Cap Investment 
Grade Index.
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iShares High Yield 
Bond Index ETF 

The iShares Barclays USD Asia High 
Yield Bond Index ETF seeks to track 
the investment results of an index 
composed of USD-denominated high 
yield bonds issued by Asian 
governments and Asian-domiciled 
corporations.

#
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9.  How did bond 
perform during 
2020 crisis?

Bond initial sell off raised the question if bond still 
plays a stabilization role in the portfolio.
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SG bond held steady while both IGB and HYB plunged

IGB outperformed HYB post crisis

SGB

IGB

HYB

STI

#
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Bond ETFs on SGX - top volume + 1 new 

YTM 1.2% 
Duration 8.9 yrs 

AAA rated

SG Bond

YTM 2.0% 
Duration 5.8 yrs 

A rated

IGB Bond

YTM 7.3% 
Duration 2.8 yrs 

BB-Not rated

HY Bond

Newly launched

YTM 3.2% 
Duration 4.1  yrs 

A/A+ rated

CG Bond
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Nikko AM China 
Bond Index ETF 

The investment objective of the Fund is 
to achieve long term capital growth by 

replicating the returns of the 
ChinaBond ICBC 1-10 Year Treasury 

and Policy Bank Bond Index (the 
“Index”).

Newly 
Launched

#
#
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Tailwind expected for RMB + RMB assets

1

Leading economic recovery

2

Bearish USD outlook

3

Interest Rate differential

4

Potential Impact of inclusion 
in global bond indices

5

Weak Correlation with other 
bonds

#
#
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3. Comparison of 10y Govt bonds yield
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4.1 Potential impact of bond indices inclusion
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4.2 Potential impact of bond indices inclusion
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5. China govt bonds relatively weak correlation

#
#
#
#


Learning objectives

1. What  are the roles bond perform in 
portfolio assets allocation decision?

2. What are the concerns investing in 
bond in the current environment? If 
yes, how do we mitigate these 
concerns?



Panelists Q&A



Thank you!
Join my telegram channel for regular updates
t.me/WeInvest21
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